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Abstract 
This paper analyses the influence of demographic conditions on labour market, including also in the study the impact of 
education. The aging and decreasing population prospects require special attention due to the pressure added on the social 
security systems. An older labour force is less adaptable to the changing conditions of globalization.  
Our findings suggest that the effects of unfavourable demographic conditions on labour market can be partially over 
passed by education in all developed and developing countries all over the world, but especially in European Union. This 
could imply a growing activity and occupation rates that create resources for supporting the next generations of older but 
more educated people. 
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1. Introduction 
One of the most important characteristic of demography is aging and decreasing population. All European 
Union countries face these problems with different intensities from one region to another. We intend to make 
an analyze of demographic conditions in European Countries, especially in Romania, to see which are the 
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effects that should be considered when we refer to increasing dependency ratio and social security systems, 
occupational structure and long-term unemployment.  
Considering labour market, an aging population is also an important source of rigidity, a factor that disrupts 
the good functioning of the labour market. Under condition of increasing competition and globalization, the 
rigidity becomes a matter of adapting to rapid economic changes. 
This paper also analyzes the importance of education in solving the problems of aging and decreasing 
population. Education should be viewed not only as formal education but as education for the whole life, 
should be viewed as lifelong learning. An increasing share of (working) population should be included in 
lifelong learning in order to quickly and better respond to the needs of current society that implies a 
technological advance faster than ever. 
1.1. Demographic evolution 
The most important change in demographic situation in European Union is the transition towards a much 
older population and a rate of population growth that has been gradually slowing down in recent decades. 
Although the population of the European Union as a whole increased in 2011, the population in seven 
Member States was already declining (Bulgaria, Germany, Latvia, Lithuania, Hungary, Portugal and 
Romania). 
The population of European Union grew by 13,7 million people in 2010 due to net migration (8,6 million 
people) and natural change (5,1 mil. people), but compared to previous years, both components (net migration 
and natural change) decrease. Unlike European Union, in Romania population decrease in the last years, the 
main reason for this change being the natural decrease (the negative difference between live births and 
deaths).  
 
 
Figure 1: Evolution of total population, European Union and Romania (Source: Eurostat Statistics, demo_pjan, proj_10c2150p) 
Figure 1 presents the evolution of total population in European Union and in Romania between 1960 and 
2060 (level registered till 2010, projection made by European Commission from 2020 to 2060). In European 
Union population will continue to grow till 2050, but with a decreasing rate.  
Demographic situation in Romania shows a constant decrease in total population starting 1990. This 
situation is the result of aberrant demographic policies from the last decades of the last century referring to the 
right to abortion and contraception, the planning of birth rate, restrictive legislation on divorce and financial 
penalty for people without children. Under these circumstances, the repeal of restrictive measures in 1990 led 
to a reversal of the birth rate in the next years. It is important to mention that demographic changes in 
Romania after 1990 were also influenced by the economic and social crisis that characterized most of this 
period and by entitlement to free movement. 
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While the population of the European Union is growing, the age structure of the population is becoming 
older due to increasing life expectancy and low levels of fertility sustained for decades. The share of older 
persons in the total population will increase significantly in the coming decades, as a greater proportion of the 
post-war baby-boom generation reaches retirement. This will, in turn, lead to an increased burden on those of 
working age to provide for social expenditure required by the ageing population (European Commission, 
2011). 
Figure 2 shows the distribution of population by age groups in European Union and in Romania. The share 
of old people increase in European Union from 14% in 1990 to 18% in 2010 and to a projection of 30% in 
2060. In Romania the trend is the same but the aging will be more rapid till 2060 due to the generation from 
the 80s of the last century. Considering this, in 2060, 35% of total population will be 65 years or older. 
 
 
 
 
Figure 2: Evolution of age structure of population, 1990-2060, EU and Romania (source: Eurostat Statistics, demo_pjan) 
Aging trend is more pronounced in the rural areas. As 1st January 2010 the average age for total population 
was 39.6 years (38.1 years for men and 41 for women) while for rural areas the average age was 40.2 years. 
Unfortunately, most of this population is employed in subsistence agriculture, having fewer opportunities to 
get out of this situation and calling for increased resources to be supported. 
1.2. Mitigating demographic trends by migration 
Migration can rebalance the demographic age structure in the high-income nations. In many EU Member 
States immigration is not only increasing the total population but is also bringing a much younger population. 
Having low or negative natural population growth rates, these countries consider the potential for migration a 
solving strategy for the dynamic problem of supporting an ageing population. More highly-skilled migrants 
are probably large net contributors to the tax revenue, as are migrants of working age, and those who stay 
only temporarily rather than becoming dependent upon state support in their old age. Thus, unless migration is 
managed explicitly for this purpose, it is unlikely to offer a major source of relief in the pending social 
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security crises. On the other hand, economic crisis has prompted a series of reviews of policies on labour 
migration for the purposes of encouraging employment among the native population, Spain is one example. 
Even if these regulations are contrary to the principle of free movement of EU labour market, they affect 
short-term European labour market and of course Romania, directly targeted by measures in Spain. 
In Figure 3 it is presented the age distribution for Romanian citizens living in Spain and Italy in 2010. 
Foreigners living in the European Union are diverse and largely younger than the nationals of the EU Member 
States. As we strengthened before, migration brings young population in destination country. In Italy and 
Spain, the first two countries that receive Romanian citizens, is overwhelming the share of the population 
under 40 years (over 76% of total migrants). 
 
 
Figure 3: Comparative situation of the age distribution for Spanish/Italian citizens versus Romanian migrants living in Spain/Italy 
(Source: Eurostat Statistics migr_pop1ctz) 
Intrinsic labour demands in modern industrial societies create a constant need for new workers at the 
bottom of the social hierarchy, who will accept low wages and a lack of social mobility perspectives, 
motivated by a desire to increase status in their community of origin rather than at destination. The 
demographic ageing process taking place in modern industrial states may further enhance the demand for low-
skills immigrant labour. 
The main reason of migration for Romanian citizens is the existence of economic disparities between 
Romania and the developed countries, which leads individuals to seek better paid jobs in the hope of 
obtaining higher earnings. The dominant restraint on international migration is surely a reluctance to relocate, 
despite widening income gaps between the poorest and wealthiest nations. Most people would simply rather 
stay home, though many are impelled to migrate by the failure of employment to keep pace with the labour 
force or the lack of security in their home countries. And as Figure 3 shows the major part of Romanian 
citizens living in Spain and Italy (choose migration) represents young people, deepening the importance of 
aging problems in departure countries. 
1.3. Influences on labour market 
Becoming a process of increasing importance, the aging population needs to be addressed by some 
convergent solution of birth stimulation and of increasing human capital. Human capital represents the base 
for future society development. Evolution of population in terms of age structure, area of residence, level of 
education is important factor of labour market. 
 The limited demographic growth and aging population require special attention to higher capitalization of 
human capital, both through training of employees, and especially by increasing labour productivity. 
The demographic trends in recent years and the pessimistic forecasts for the next period will affect overall 
economy. Two categories of effects were found (Caron et al., 2005): 
x Direct effects: the size and quality of employment, capital/labour ratio and technical progress; 
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x Indirect effects: effects on budgets and, thus, on the whole economy. 
The impact of aging on the labour market is reflected in the negative impact on labour volume, diminishing 
economic resources needed to support older people, pressure on education systems, social and health 
insurance. In the short term, positive effects can be expected by reducing costs for pre and post natal leaves, 
child benefits, healthcare, education, in the long term, however, increase the elderly dependency ratio. 
Expected decline of the working age population is a phenomenon that will affect European Union labour 
market in the next four decades, according to European Commission forecast. If we consider the increase in 
life expectancy forecasted by European Commission for period 2020-2060, the difference between average 
exit age and life expectancy will increase significantly till 2060. In 2009 the average exit age from the labour 
market was 61.4 years in European Union (Figure 4) and life expectancy was 79 years. Till 2060 life 
expectancy will increase by 7.8 years for women and 6.4 years for men in European Union. This means that 
will be a supplementary pressure on social security systems. As we stressed before, labour market in Romania 
is now characterised by natural reducing of labour force supply due to decrease and aging population, 
situation that determine measures for increasing working life, 65 years for men and 60 years for women. The 
same type of measures were already adopted in other EU countries (official retirement age is 65 years in 
Belgium, Portugal, Finland, Ireland, Denmark, Netherlands, retirement age is 67 years in Sweden and 
Germany has increased retirement age from 65 to 67). 
 
 
Figure 4: Average Exit age (* level refers to the recent available date (2005-2008), Source: Eurostat Statistics) 
Also as a consequence of increasing life expectancy as a result of medicine progress and as a consequence 
of reducing fertility rate (due to birth control, increasing level of education and labour force participation rate 
especially for women) old age dependency ratio will increase in all European Union’s countries (Figure 5).  
Life expectancy for women in Romania will increase by 7.5 years reaching 85 years in 2050 and for men will 
increase by 10 years reaching 79.9 years. This represents a supplementary pressure on social security systems. 
 
 
Figure 5: Old age dependency ratio, 1990-2060, EU and Romania (Sursa: Eurostat Statistics) 
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Under these conditions there are solutions for reducing the burden of elderly referring to increasing the 
retirement age as we mention above, or at least give those interested the chance to work after retirement. 
Increasing retirement age and employment rate to 75% (the Lisbon and Europe 2020 strategies aims) 
represents common European policies to which Romania have to adapt. 
Another effect of aging population having impact on economic development is the change of demand and 
consumption structure. Some economic sectors may have spectacular development (services for older people 
such as medical services, and food services) over others (education, transport, recreation and consumer goods, 
housing services respectively) (Hagemann, Nicoletti, 1989). This may require significant shifts between 
sectors and increase occupational mobility (inside and outside national borders), which in turn can lead, at 
least in the short term, to productivity decreases if most of the newcomers have a relatively low qualification 
in the new field. In this respect, studies in developing and developed countries shows that population aging 
could lead to development of low-productivity sectors (Thiessen, 2007). 
The relationship between productivity and age of employees is a complex problem. The relation can not be 
easily addressed because of seniority allowances that add to the salary. Some author show that, despite the 
fact that income continues to grow in the second part of active life on the labour market, productivity can be 
reduced (Skirbekk, 2003). This creates a discrepancy between wages and productivity, so that young workers 
are paid less and older more than their individual productivity. In this approach, companies will lose if they 
employ older workers comparing to the situation they employ young workers. Therefore, the income levels of 
older workers exceed their productivity, their employment opportunities are reduced. The cause for 
productivity decreases due to age can be reduced cognitive abilities over a person's life (Caron et al., 2005). 
Some skills like sense of observation decreased significantly from young age, while others, such as 
communication skills known only minor changes throughout life. Even with broader experience, older people 
can learn in a lesser degree and have a low memory and reasoning capacity.  
Periods of unemployment at an older age can cause great problems for population that are about to exit 
labour market. While unemployment is a matter of great importance, long-term unemployment becomes 
increasingly important for older people as it is already for youth. The quick technological advance and even 
changing population age-structure may require shifting jobs (employment structure) and qualification that are 
much difficult at an older age. Long-term unemployment, as percent of total unemployment, for people over 
50 years is very high both in Romania and in European Union. In Romania 43.7% of unemployed persons 
over 50 years were in this situation for more than 12 month, comparing to total long-term unemployed that 
represents 34.9%. 2010 is the first year when long-term unemployment as percent of total unemployment was 
lower in Romania comparing to EU average (Figure 6).  
 
 
 
Figure 6: Long-term unemployment as percent of total unemployment by age groups (Source: Eurostat Statistics, lfsa_upgal) 
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Concluding, demographic trends will lead to changes in the labour market through both direct effects 
affecting the size and quality of working age population, changing occupational structure but also by 
increased pressure on social security systems and effects on labour productivity. 
1.4. Education for future 
Education is important for both the present and the future, giving individuals the knowledge, abilities, 
skills to participate effectively in society life, to expand the actual knowledge, to successfully activate, 
integrate and reintegrate on the labour market. The educational attainment can be use as a measure of human 
capital. The structure of education can be useful information to estimate the skills available in a population 
and labour force.  
Considering the current demographic prospects regarding aging, migration, limited growth, education is 
the main process that can improve the future evolution on labour market in order to create the necessary 
resources for the next generation (fewer but older). 
As a result of globalization and of increasing the international competition decreases the demand for 
workers with low skills, new jobs involving high performance, flexibility, the focus on qualities such as: high 
level of training, creativity, openness to change, initiative. Labour flexibility that becomes more and more 
important in the globalization world can be developed through education. People need more knowledge, skills 
and work in multidisciplinary teams. Not all people can become conceptual analysts (Reich, 1996) and, as 
noted, neither it is required but only an adaptation of all people to the new system, the new economy. 
Education plays a central role in preparing individuals to enter the labour force, as well as equipping them 
with the skills to engage in lifelong learning experiences. Rapid expansion of education has not necessarily 
been accompanied by rapid economic growth in many developing countries. 
Across EU countries, the share of younger adults (25-34 years-old) who have attained at least upper 
secondary education is 66%. Younger adults have higher levels of tertiary education than the generation about 
to leave the labour market (55-64 years-old). On average across EU countries, 23% of all adults have 
completed tertiary education, but among younger adults this level rises to 33% while among the older age 
group it falls to 19%. In Romania, 12% of all adults have completed tertiary education, with a higher 
difference between younger adults (21%) and older adults (8%) (Figure 7). 
 
 
Figure 7: Education attainment by age groups, 2010 (Source: Eurostat Statistics) 
 
The current economy requires well trained, adapted workforce. Education, especially but not only formal 
education as the basic ingredient in creating human capital is a precondition for the future economic 
development, being but at the same time, the result of the past economic development, since raising the living 
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standards along with the continuous economic growth and the more complex social and economic 
environment lead to an increase in demand for adequate human capital. 
The role of education in providing access to employment is reflected in increasing employment 
opportunities for the educated people. People with higher levels of education have better job opportunities, 
reflected in a higher employment rates on labour market: the employment rate for tertiary educated people 
was 82% in Romania and in European Union, greater than total employment rate both in European Union 
(64%) and in Romania (59%). Persons with tertiary education are more likely to be in work than non-
graduates (Figure 8). 
 
 
Figure 8: Implications of education on labour market (Source: Eurostat Statistics, lfsa_argaed, lfsa_ergaed, lfsa_urgaed) 
 
Activity rate is higher for educated people both in European Union and in Romania, with a greater 
difference from the total rate in Romania’s case. The same positive effect of higher level of education can be 
seen in case of unemployment, where the lowest rate both in European Union and in Romania has tertiary 
educated people. The atypical situation in unemployment case is the rate for primary educated people (7.2%) 
that is lower than unemployment rate for secondary education (8,3%) (Figure 7). This is partly the effect of 
the large part of population employed in agriculture mainly in subsistence agriculture. 
Education is essential for any economy, on the one hand because, through education, they diversify the 
relations between man and society, the individual having the ability to contribute as a member of the society 
with something to counterbalance what he receives as a result of the coexistence with the others. Moreover, 
the current economy needs well-trained workforce, in terms of globalization and technological revolution, 
which requires the development of skills, creativity, solid knowledge and a greater sense of responsibility 
(Aceleanu, 2011). 
Young people have higher education levels than the generations to withdraw from the labour market. This 
is an important reason why young people are more involved in lifelong learning (the percentage of 
participation in lifelong learning is higher for people more educated) in addition to significantly higher return 
investment period. Young people have a greater adaptability to change and therefore increased labour market 
flexibility. 
2. Conclusion 
Demography represents an important aspect of socio-economic life, considering the aging and decreasing 
population prospects that affect with different intensities all European Union countries. 
An older population poses supplementary pressure on security social systems, over the pressure due to 
unemployment, long term unemployment, disadvantaged groups etc.  The dependency ratio increased over the 
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last period and will continue this trend in the next decades. The aging population will also affect the 
occupation structure by economic sectors due to changes in consumption and demand.  
On labour market the most rigid labour force are older people. Young people can easily adapt to changing 
economic conditions being willing to retrain and change occupation and job. The need for flexibility is of 
increasing importance in conditions of globalization and integration in EU. 
Education becomes the key factor in solving the aging and decreasing population, but education for life not 
only the formal education in school years. A more educated labour force, as statistics shown, may imply a 
reduced unemployment and higher activity and occupation rates that meens more recourses for social security 
systems in the future. 
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